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AICPA Top Tech 2006 Results

Public

structure of relationships and
processes to direct and control
the enterprise to achieve its
goals by adding value while bal
ancing risk versus return over IT
and its processes.
• Privacy management. Privacy encom
passes the rights and obligations of indi
viduals and organizations with respect to
the collection, use, disclosure and retention
of personal information. As more informa
tion and processes are being converted to a
digital format, this information must be
protected from unauthorized users and
from unauthorized usage by those with
access to the data. This includes comply
ing with local, state, national and interna
tional laws.
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Initial results on the AICPA’s
Top Technologies for 2006 are
in, with information security tak
ing the top spot for the fourth
year in a row. Four new tech
nologies made the list for the
first time this year: assurance and compli
ance; information technology governance;
privacy management; and spyware detection
and removal.
Voters were asked to rank the technolo
gies they felt would most influence the
accounting profession in the next 12 months
from among 39 options. Here are the 10 most
important issues named by respondents:
• Information security. The hardware, soft
ware, processes and procedures in place to
protect information systems from internal
and external threats. It includes routers,
perimeter firewalls, IP strategy, intrusion
detection and reporting, content filtering,
anti-virus, anti-spyware, password man
agement, vulnerability assessment, patch
management, personal firewalls, wireless
security strategies, data encryption, locked
facilities and user education.
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• Assurance and compliance applications
(for example, SOX 404, ERM). A new

entry this year, it encompasses collabora
tion and compliance tools that enable vari
ous stakeholders to monitor, document,
assess, test and report on compliance with
specified controls.
• Disaster and business continuity planning.

The development, monitoring and updat
ing of the process by which organizations
plan for continuity of their business in the
event of a loss of business information
resources due to impairments such as theft,
virus infestation, weather damage, acci
dents or other malicious destruction. This
includes business continuation and contin
gency planning.
• IT governance. This new entry involves a

• Digital identity and authentication tech
nologies. These provide a way to ensure

that the user who attempts to perform
functions in a system is authorized to do
so. It includes hardware and software solu
tions that enable the electronic verification
of a user’s identity or a message’s validity
(digital certificates are an example). This
technology includes the use of bar codes,
magnetic stripe, biometrics, tokens and
access control for authentication, non
repudiation and authorization.
• Wireless technologies. Connectivity and
transfer of data between devices via the
airwaves; that is, without physical connec
tivity. Wireless technologies include
Bluetooth (PAN), infrared, WiFi (802.11
WLAN), Wi-Max (802.16), 2.5G & 3G
(WWAN) and satellite.
• Application and data integration. Using
current and emerging technologies, includ
ing .NET, Web-services, Java, XML &
Ajax, to facilitate integration of data
between heterogeneous applications. An
example would be to update a field in one
continued on page A2
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continuedfrom page A1—Top Tech Results
application and have it automatically synchronize with other
applications. This allows organizations to select and seamlessly
integrate “best of breed” applications.
• Paperless digital technologies. Document and content manage
ment includes the process of capturing, indexing, storing,
retrieving, searching and managing documents electronically,
including database management (PDF and other formats).
Knowledge management then brings structure and control to
this information, allowing organizations to harness the intellec
tual capital contained in the underlying data.

AICPA Succeeds in
Gaining Clarification
in IRS Schedule D
Instructions
After comments from the AICPA about
the burden imposed on tax practitioners,
the IRS has released a statement clarify
ing the Form 1040, Schedule D instruc

AICPA
• Spyware detection and removal. Technology that finds and gets
rid of programs attempting to covertly gather and transmit con
fidential user information without the user’s knowledge or per
mission. Spy ware applications are typically bundled as a hidden
component of freeware or shareware programs or attached to
malicious Web sites. Once installed, spyware can monitor user
activity, gather information about e-mail addresses, passwords
and credit card numbers in the background, then transmit to
someone else. Spyware can include Remote Access Trojans
(RAT) and root kits.

tions involving capital gains transaction
reporting. The instructions literally state
that tax practitioners must enter the
specifics of each capital gain or loss trans
action on a separate line of the form.
However, based on the clarification
posted to the IRS Web site, tax practition
ers should be aware that “...taxpayers
may continue to use a substitute statement
to provide all of the same information and
in a similar format to lines 1 and 8 of

Taxpayer Advocate’s Report to Congress
In her report to Congress, National Taxpayer Advocate Nina E.
Olson urged lawmakers to enact fundamental tax simplification.
“Our tax code has grown so complex that it creates opportuni
ties for taxpayers to make inadvertent mistakes as well as to game
the system,” Olson said. “As taxpayers become confused and make
mistakes, or deliberately ‘push the envelope,’ the IRS understand
ably responds with increased enforcement actions. The exploitation
of ‘loopholes’ leads to calls for new legislation to crack down on
abuses, which in turn makes the tax law more complex. Thus begins
an endless cycle: complexity drives inadvertent error and fraud,
which drive increased enforcement or new legislation, which drives
additional complexity. In short, complexity begets more complex
ity. This cycle can only be broken by true tax simplification, fol
lowed by ongoing legislative and administrative discipline to avoid
‘complexity creep.’”
Olson recommended the tax code be revised to incorporate six
core principles:
• It should not “entrap” taxpayers.
• It should be simple enough so that taxpayers can prepare their
own returns without professional help, simple enough so that
taxpayers can compute their tax liabilities on a single form and
simple enough so that IRS telephone assistors can fully and
accurately answer taxpayers’ questions.
• It should be written in a way that anticipates the largest areas of
noncompliance and minimizes the opportunities for such noncompliance.
• It should provide some choices, but not too many choices.
• It should not necessarily avoid refundable credits but, if it includes
them, it should design them in a way that is administrable.

Schedules D and D-1. They are not
required to use the official version of
Schedules D and D-1 to provide the
details on each transaction.... [T]he
details of each transaction still must be
provided with the tax return and not just
upon request.”
The IRS statement can be found at:
www.irs.gov/formspubs/article/0„id
=109875,00.html

• It should require a periodic review of its provisions, or as Olson
put it, a sanity check.
The report also made legislative recommendations to reduce
noncompfiance in the “cash economy;” to simplify the code’s fam
ily-status provisions; to revamp the rules governing joint-and-sev
eral liability on joint returns as well as community property in the
collection of tax; to require brokers to track and report cost basis for
stocks and mutual funds to both investors and the IRS; to lessen the
burdens of tracking the cost basis of stocks and mutual funds if the
current-law step-up in basis on death is eliminated as scheduled in
2010; and to restructure and reform the code’s collection due
process (CDP) provisions.
More information can be found at:
www.irs.gov

Write CPA Letter Articles, Receive CPE Credit
The CPA Letter large firm supplement encourages readers to
share information and experiences through bylined articles on
subjects of interest to your fellow CPAs in public practice. If the
topic fits our editorial calendar and your article is featured, you
may claim continuing professional education credits for the time
you spent preparing the article (in accordance with the Joint
AICPA/NASBA Statement on Standards for Continuing
Professional Education, revised as of Jan. 1,2002). The first step
is to submit article topics for approval to:
adennis@aicpa.org

Published for AICPA members in large firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen J. Goldstein, CPA Letter editor
973/763-2608; fax 973/763-7036; e-mail: adennis@aicpa.org
212/596-6112; egoldstein@aicpa.org
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Succession Planning
Resources
Despite the fact that many CPA firm own
ers are reaching retirement, 81% of firms in
a recent PCPS survey did not have a docu
mented succession plan. Yet developing a
succession plan doesn’t have to be a daunt
ing or draining task, according to PCPS.
To help firms with “one of the most
pressing concerns they face today,” PCPS
has rolled out an extensive product line to
help practitioners navigate the succession
planning landscape, including the most
recent addition, a white paper entitled
Preparing For Transition: The State of
Succession Planning and How to Handle
the Process in Your Firm.
Developed by PCPS with input from
consultant Bill Reeb and members of the
PCPS Executive Committee, the white
paper summarizes the results of the 2004
PCPS Succession Planning survey, which
included nearly 500 CPA firm respondents.
It offers practitioners insight into how other

firms handle succession plan
ning and provides an opportu
nity to benchmark their efforts
against their peers.
Here are some of the
white paper’s findings:
• Of those who did not have a plan, 50%
said that they intended to start the
process soon, while 22% did not see the
need for one.
• Nearly one-third (30%) of firms said
they had never managed the issue, 34%
were in the process of trying to address it
and 8% admitted that they had done a
poor job of managing it in the past.
• Nearly all (92%) sole practitioners did
not have a practice continuation agree
ment in place.
The 13-page paper also includes a
checklist of questions that firm leaders
can ask to determine where they stand in
the succession process and what further
actions need to be taken, considerations
for sole practitioners and best practice
action steps to correspond with four main
areas of succession—the succession plan

2005 Tax Law Changes Affecting Individual
Returns
The new qualifying child definition is among the changes that may
have a big impact on 2005 returns, according to the experts in a
recent Tax Talk Today panel, which covered tax updates affecting
individuals in 2005. Tax Talk Today is a free, live, monthly interac
tive Webcast aimed at educating tax professionals on complex con
temporary tax issues.
According to Webcast panelists, changes to the definition of a
qualifying child can affect five different tax benefits, including head
of household filing status, dependency exemptions, the child tax
credit, the child and dependent care credit and the earned income
credit. Tax practitioners were advised to assist their clients in exam
ining each benefit to identify unique differences and requirements
affected by the change.
The Tax Talk Today panel said there are now four tests to iden
tify a qualifying child:
• Relationship test. Is the child the taxpayer’s child, sibling or a
descendent of the taxpayer’s child or sibling?
• Residency test. Did the child live with the taxpayer for more than
half of the tax year?
• Age test. Is the child younger than 19, or younger than 24 if a
student, or permanently and totally disabled?
• Support test. Did the child provide no more than half of his or
her own support?
The panel advised tax practitioners to pay close attention to the
far-reaching impact of this change to the definition of a qualifying
child.
“We’re going to see some head of household statuses lost this

ning process, retirement,
developing future leaders
and managing client transi
tion.
Other PCPS succession
planning resources include:
• Succession book with DVD. “Securing
the Future: Building a Succession Plan
for Your Firm” (No. 090486CPA02), by
Bill Reeb, includes a DVD containing
tools, checklists and expert commentary
and analysis.
• CPE course. “Succession Planning:
Strategies to Protect the Value of Your
Firm” (No. 180321CPA02) adds CPE
elements to Bill Reeb’s book with DVD,
making it ideal for on-site group study
and self-study training.
• Webcast series. Three archived Webcasts
cover how to prepare a firm for succes
sion.
To learn about PCPS succession plan
ning resources, go to:
pcps.aicpa.org/Resources/Succession
+Planning/Succession+Planning+
Product+Overview.htm

now
available

a

year,” said David Morley, CPA, president of Morley & Associates.
“You just can’t assume that what you claimed last year—that
dependent—can be claimed this year.”
“You’re not going to be able to take last year’s return and use
that totally as a base,” agreed Raymond McClellan, enrolled agent.
“You’re going to have to do some probing and research.”
In additional news regarding Hurricane Katrina provisions, a
new and potentially far-reaching deduction—the Exemption
Amount for Taxpayers Housing Individuals Displaced by Hurricane
Katrina (Form 8914)—is available for taxpayers who housed for at
least 60 consecutive days individuals who were displaced by the
hurricane.
This $500 exemption amount is for up to four individuals for a
maximum total of $2,000 and will be available in 2005 and in 2006,
but it can only be claimed one time per individual, and the $2,000
maximum is for both years combined. The panel also advised that tax
practitioners stay on the alert regarding charitable contributions made
after Aug. 27, 2005. The taxpayer may elect to treat most cash contri
butions made after the date as qualified contributions, which are not
subject to the 50% of adjusted gross income limit or the overall limit
on itemized deductions for high income taxpayers. Taxpayers can
also claim charitable mileage rates for Hurricane Katrina, depending
on the dates of the charitable driving: $0.14 per mile before Aug. 25,
2005; $0.29 per mile from Aug. 25, 2005 to Aug. 31, 2005; and $0.34
per mile from Sept. 1, 2005 through Dec. 31,2005.
Effective Jan. 1, 2005, new rules govern the charitable dona
tion of a motor vehicle with a claimed value of more than $500.
First, the donor must attach to his or her return a written acknowl
edgement of the donation (either new Form 1098C or the donee’s

continued on page A4
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own acknowledgment). The donee must furnish it within 30 days of
either the donation or the sale of the vehicle. Second, the taxpayer
may have to use gross proceeds instead of fair market value to
determine the amount of the deduction.
“There could be a lot of pressure on charities to really get a
good price for the vehicle,” said Bob Erickson, IRS senior technical
advisor, Tax Forms and Publications.
Other changes reviewed by the panel included the implementa
tion of an automatic six-month extension using only Form 4868;
the IRS’ decision to accept conditionally those electronically filed
returns with reject codes 501 and 504 (related to dependents);
changing addresses for IRS processing centers, for which updates
are posted on the IRS Web site (www.IRS.gov); significant changes
to elective salary deferrals; energy tax incentives, including altema-

IRS update

IRS Gears Up for
Tax Season

The Internal Revenue
Service said it expects to
process about 135 million
individual tax returns in 2006 and antici
pates continued growth for IRS e-file. Last
year, more than half the nation’s taxpayers
filed their tax returns electronically. In addi
tion, in launching the 2006 filing season,
the Service pointed out that it has given a
new look to its popular Web site and cre
ated improved online tools and enhanced
electronic services to better assist taxpayers
and tax preparers.
The agency sent 17.7 million 1040 tax
packages in early Jan. to taxpayers who have
previously filed paper returns. It said the
number of paper tax booklets being mailed
to Americans is continuing to decline as
more people opt for electronic filing.
“We expect e-file will continue to grow
this year,” said IRS Commissioner Mark W.
Everson. The Service noted that taxpayers
who use IRS e-file and have their tax
returns deposited directly into their bank
account can receive their refund in two
weeks or less—less than half the time
needed for paper returns.
The Service said that taxpayers can
find help 24 hours a day, seven days a week
on IRS.gov, which was redesigned to offer
a more usable look and feel. New and
improved features for IRS.gov in 2006
include:
• 1040 Central. A one-stop online shop for
key forms, tax code updates and answers
to frequently asked questions.
• Free File. Free File provides free tax
preparation software and free e-filing to
individuals who earn approximately

tive motor vehicle credits for hybrid cars and the 2006 energy tax
incentives for home improvements; and credit card payments.
“We also have the credit card option, and we’ve expanded that
somewhat,” said Pamela Walker, IRS chief of IMF Policy &
Procedures Branch of Wage and Investment, Submission
Processing. “Balances due on any 1040 returns, even delinquent
balances due, can be paid up to five years in arrears.”
A full transcript of this Webcast, titled “Get Ready for Filing
Season 2006 (Part 1—Individuals),” can be found at the Tax Talk
Today site, along with a transcript of the follow-up Webcast, “Get
Ready for Filing Season 2006 (Part 2—Business).” Programs are
archived on the site for one year.

www.taxtalktoday.tv/index.cfm?pgname=5.71

$50,000 or less, offered by the IRS and a
consortium of tax software manufactur
ers. Each manufacturer offers a propri
etary product and sets its eligibility crite
ria within certain limits. Users must
access Free File through IRS.gov to
qualify.
• Alternative Minimum Tax Assistant. The
IRS said the AMT Assistant offers a sim
ple test for taxpayers who fill out their
tax returns without using software to
determine whether they may be subject
to the AMT.
• EITC Assistant. This option is recom
mended for both tax professionals and
taxpayers. It helps determine an individ
ual’s eligibility for the valuable tax credit
and provides an estimate on the amount
of the credit. This year, it will also help
Hurricane Katrina victims determine
which optional income to use. It is avail
able in English and Spanish.

Self-Improvement the
Top Resolution

•

Hurricane Assistance. The IRS has

established a toll-free number for hurri
cane victims; 866/562-5227. The
IRS.gov Web site also features informa
tion on numerous tax law changes for the
victims of Hurricane Katrina, Rita and
Wilma, businesses located in the disaster
areas and for individuals donating to
charities helping the victims. Publication
4492 will detail these changes.
Delayed Date

For 2006, tax returns must be filed by Apr.
17 because the traditional date of Apr. 15
falls on a weekend this year. However,
some taxpayers living in the Northeast—
Maine, Maryland, Massachusetts, New
Hampshire, New York, Vermont and the
District of Columbia—will have an Apr. 18
fifing deadline because of a state holiday in
Massachusetts where the IRS has a process
ing facility.
Don’t know

Other
9%

Executives were asked,

“If you were to make a
career-related New

Year’s resolution, what

would it be?” Their

responses:

Acquire a
new skill
31%

Earn a raise
3%
Earn a promotion
6%

Make a
career change
7%

Source: Accountemps

Improve relationship
with boss/coworkers
13%

Spend less
time at
work
19%

